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The Advisory Council 
on Adjustment 


Mandate 


The Canada / U.S. Free Trade Agreement 
(FTA), implemented in January 1989, is 
the most comprehensive trade agreement 
ever adopted by Canada. One year before 
the implementation, the Government 
appointed the Advisory Council on Adjust- 
ment to examine how Canadian workers 
and businesses could better exploit the 
opportunities arising out of the FTA. It 
asked the Council to provide advice on 
how to maximize the opportunities and 
minimize any problems created by the 
FTA. Council members were drawn from 
various regions and economic sectors in 
Canada. 


What did the Council do? 


Over the past year, the Council met with 
and received representations from more 
than 160 businesses, associations, unions 
and individuals. The groups represented a 
diverse range of Canadian interests; some 
examples are the construction industry, 
community colleges, high-tech companies, 
single-industry towns, textile unions, native 
organizations, and the fishing industry. 


What was the Council told? 


Canada is a trading nation. We export 
more per capita than many of the world's 
industrialized nations. Over 30 per cent of 
our income comes from trade. It provides 
employment for more than 3 million Cana- 
dians in the resource, manufacturing, and 
service sectors. 


Canadians recognize the need to compete 
on a global scale. The international econ- 
omy is subject to fast-paced changes. The 
competition for markets in Europe and 
Asia is formidable. 


Presentations to the Council saw the FTA 
as one vital element in our ability to com- 
pete in the global marketplace. It is the 
beginning of a new era. It provides the 
foundation for more exports, more growth, 
more jobs and a more secure future. 


Many Canadians are enthusiastic about 
the opportunities and confident in our abil- 
ity to meet the challenges. They are eager 
to capitalize on the benefits while main- 
taining protection for those less able to 
adjust. 


What adjustment do we need? 


Today's work force is very dynamic: mil- 
lions of Canadians change jobs annually; 
thousands of businesses open and close 
each year. Canadians adjust, almost with- 
out noticing it, to technological change, 
increased competition and changing con- 
sumer taste, for example. 
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There are close to 400 federal and provin- 
cial programs in support of adjustment. 
The Council is convinced that Canadians 
do not require a special set of programs to 
adjust to the FTA. They already have a 
solid base. They need to be encouraged 
immediately to adjust to an increasingly 


global trading environment, to adjust and 
win. 


Translating trade opportunities into wide- 
spread performance will be challenging. 
It will require a major change of attitude 
among business and labour, and greater 
sensitivity on the part of governments to 
the needs of Canadians. There must be 
an immediate and cooperative effort. To 
ensure we do not fall behind, action is 
needed now. 


Adjusting to Win: 
The Council’s Proposals 


PEOPLE: Our Key to a Competitive Edge 


A skilled work force is the key to competi- 
tiveness and growth. Commitments to edu- 
cation and retraining are essential. 


EDUCATION 


“One of four Canadians over 18 years of 
age is functionally illiterate.” 


“30 per cent of students leave school 
before completing grade 12.” 


There is a direct link between educational 
attainment and the unemployment rate. 
The Council recommends that: 


e immediate attention be paid to those 
who have already left the education 
systems; 


e the premiers and the prime minister 
work together to ensure that Canadian 
education / training systems are more 
responsive to labour market and eco- 
nomic changes. 


TRAINING 


“In 1987, expenditures by the private sector 
(in Canada) on training and retraining are 
estimated at approximately $1.5 billion ... 
U.S. firms now spend about $80 billion 
annually.” 


“Decima’s December 1988 Quarterly 
Report estimated that more than half of 
the Canadian work force — 53 per cent — 
would trade off wage gains for increased 
access to training.” 


Training is the tool to maintain employ- 
ment, ensure quick re-employment, and 
minimize unemployment. Training is 
important to Canadian workers. Clearly 
they recognize the need for it. 


The management of our human resources 
is a fundamental determinant of economic 
performance and of quality of life. The 
Council believes the private sector must 
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be encouraged to adopt a “training men- 
tality.” It calls for: 


Promoting improved worker / management 
problem-solving through increased 
funding and support for the Industrial 
Adjustment Service. 


Requiring all businesses to adopt 
human resource planning prior to any 
applications for government assistance. 


Implementing a tax liability as a lever 
for private sector training: if training 
programs and goals are met, there is no 
tax; if there are no training programs, 
the tax is collected and used for train- 
ing programs worked out with the pri- 
vate sector. 


By far the major portion of our labour 
market expenditures go to income main- 
tenance (safety net) while the remainder of 
it goes to employment promotion (trampo- 
line). The government should shift the bal- 
ance towards the trampoline, while main- 
taining the commitment to the safety net. 


ASSISTANCE TO WORKERS 


“The more prepared for change people 
are, the easier it will be for them to make 
an orderly transition to new opportunities.” 


“Each year ... some 109,000 firms 
disappear.” 


“Each year, about four million Canadians 
change their jobs ...” 


Governments and the private sector must 
play key roles when industries shut down 
and workers are laid off. The goal must be 
to help people find another job while eas- 
ing any hardship through the transition. 
The Council called for the provincial 
governments, the federal government and 
the private sector to implement a series 

of proposals: 


e Advance notice up to sixteen weeks 
prior to layoff, to provide adequate 
time to find another job or acquire new 


skills. 


e Minimum severance pay of one week's 
pay per year of service for employees 
who have been at their jobs at least 
five years. 


e A wage earners’ protection fund for 
cases of bankruptcy, insolvency or 
liquidation. 


e Improved programs for small communi- 
ties affected by a major shut-down and 
for older workers who have been laid 


off. 


BUSINESS: We Need an Export Mentality 


International trade in the global market- 
place is vital to Canada’s economic well- 
being. Canadians must take advantage of 
export opportunities. Businesses must learn 
to look outward with confidence. 


RESEARCH AND DEVELOPMENT 


“Canada’s overall expenditure on R&D, at 
1.42 per cent of gross domestic product 
(GDP) in 1986, is only half that of leading 


industrialized countries ...” 


"For expenditures on industrial R&D ... 
Canadians spent $3.8 billion, compared to 
$107.1 billion in the United States, in 
1986.” 


Technological innovation is critical to 
Canada's ability to adapt to the new busi- 
ness environment. Canadians must have 
access to leading edge technology. 


The Council recommends a coordinated 
effort by the private sector and govern- 
ments, to set national R&D goals for each 
industrial sector. The Council also 
proposes: 


e increased funding for university R&D 
and full funding of overhead costs; 


e improved government programs to 
accelerate technology transfer; 


e expanded government involvement 
in R&D through procurement and 
contracting. 


TAXATION AND FINANCING 
“Industrial R&D requires greater con- 


sistency in tax rules than has existed. 
Companies must be able to undertake 


long-term R&D programs with some con- 
fidence that their after-tax costs are 
predictable ...” 


”.. federal sales tax is often a greater 
burden on Canadian manufactured 
products than on imported goods.” 


The Council recommends a number of 
proposals to remove barriers to our 
compeiitiveness: 


e provide a stable environment for R&D 
expenditures; 


e proceed quickly on sales tax reform; 


e ensure that existing programs provide 
businesses with access to capital for 
extraordinary adjustment problems. 


INTERPROVINCIAL BARRIERS 


The barriers to trade between provinces 
and sometimes even within provinces are 
an impediment to a flexible, efficient, free 
marketplace. How can we have free trade 
with the United States if we don’t have 
free trade within Canada? 


The Council recommends immediate 
action by all governments: 


e to eliminate internal barriers to trade 
as quickly as possible; 


e to resolve the issue of movement of 
workers between provinces. 


OUTWARD ORIENTATION 


"Success in the competitive U.S. market 
should provide the stepping stone to 
increased exports to major overseas 
markets.” 


Successful exporting begins with a solid 
home base and is marked with commitment, 
resources and confidence. While the private 
sector must take the lead, governments have 
a key role to play. 


® to assist firms to establish themselves 
with foreign customers. 


@ to ensure Canadian exporters have 
access to financing on terms comparable 
to those of foreign competitors. 


Sectors Needing Special Attention 


The Council identified a number of indus- 
try sectors which could face extraordinary 
challenges under the FTA. Recommenda- 
tions for canola crushing, agri-food and 
wine include: 


e accelerated tariff cuts on canola oil 
and meal; 


e a two-price system for poultry meat and 
dairy products to further processors; 


e establishment of a working group on 
the fruit and vegetable sector to pro- 
mote Canadian competitiveness, 
including harmonization of technical 
standards. 


e wheat prices for Canadian millers 
based on prices at the U.S. commodity 
exchanges; 


e development of a strategy for competi- 
tiveness in the wine industry, with par- 
ticular emphasis on marketing and 
promotion. 


Summary 


Our competitiveness in the world economy 
is vital. It establishes our relative wealth 
and determines our possibilities for the 
future. 


The FTA is a fundamental step in adapting 
to changes in the international economic 
environment. 


Our ability to succeed is in our own hands. 
We must create immediately a climate 
where people can excel and businesses 
can flourish. 


Business, labour and governments must 
begin now to work individually and 
together to ensure that the benefits of the 
new trading environment are realized to 


the advantage of all Canadians. We must 
“Adjust to Win”. 
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